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pany as is dissipation of a fund once collected. If the failure to col- 
lect the fund was indeed the company's fault, then the deduction of 
what should have been collected would still accord with the unrequited 
reasonable sacrifice theory. But suppose the company was unable to 
collect the fund in the early years and has paid only reasonable divi- 
dends. Would the author approve the Massachusetts Public Service 
Commission's refusal to deduct the depreciation under such circum- 
stances, in the Blue Hill Street R. Co. case, cited in the note on 
p. 204? On the impairment theory, the depreciation would have to be 
deducted. The result would be that a company starting business 
would have one more risk to consider, and a higher and more specu- 
lative rate of return would have to be allowed to attract the capital. 
This is out of accord with the author's aim to minimize speculation. 
Yet it is only if we accept the unrequited rather than the unimpaired 
sacrifice theory that we can follow the less speculative alternative of 
the Blue Hill case. 

Robert L. Hale. 
Colombia University. 

Taxation in the New State. By J. A. Hobson. London, 
Methuen and Company, Ltd., 1919. — x, 254 pp. 

This book impresses me as one of the most serviceable discussions 
of taxation which has appeared in recent years. Without being 
superficial, it is unusually vital and stimulating. Its excellence lies 
partly in the wisdom of its omissions. It has the great gift of ignor- 
ing the unessential. It covers the most important practical problems 
of central or national taxation and lays in advance an adequate 
theoretical foundation. Yet it ends on page 254. 

Mr. Hobson's problem is how to finance the post-war state. Rec- 
ognizing that "no multiplication of minor devices can suffice", he 
goes at once, in the three opening chapters, to the heart of his prob- 
lem by an analysis of " ability to bear ". His chief contribution 
here is the significance which he imparts to the distinction between 
costs and surplus. " Those elements of income which are necessary 
payments to owners of productive agents, in order to sustain the 
productive efficiency of an agent and to evoke its application, rank 
as 'costs' of production, and have no ability to bear taxation". 
The remaining elements of income, with minor exceptions, represent 
surplus, i. e., " unnecessary or excessive payments ". The essential 
thesis is " that all taxation should be laid directly upon surplus, be- 
cause if any taxation is put on ' costs ', the process of shifting it on 
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to ' surplus ', first, involves waste and damage to production and is 
frequently made a source of extortion from consumers ; secondly, it 
deceives the public by concealing the final incidence ". And the 
author naively says : " The actual incidence of taxation ought to be 
known to all." 

Mr. Hobson does not claim that this distinction between costs and 
surplus is original with him, but he has given it a fresh emphasis 
and has demonstrated how helpfully it may be used to shorten and 
simplify the modern tax problem. Though you may not agree with 
his judgments, you are provided with a facile instrument by which 
to reach your own judgments. It is by all odds the best approach, 
the best method of attack, that I remember to have seen in any work 
on taxation. 

In general, the author concludes that standard or minimum wages, 
interest asd profits have no ability to bear taxation; but that eco- 
nomic rent, rent of ability, and all " interest, profits, and other 
payments for the use of capital, brains or labor, which are due to 
superior economic opportunities and are not necessary incentives to 
secure such use, . . . have a full ability to bear taxation." Monop- 
oly or " combinatory " gains are, of course, classed as surplus, and 
the author maintains that " the business system of today is as much 
combinatory as competitive ". 

Space will not permit an enumeration of the important practical 
conclusions to which this analysis leads the author, but a passing 
tribute may be paid to the impartiality and skill with which he 
applies his criteria. He has the courage of his theory. Economic 
rent he regards in general as surplus, but " English agricultural land 
has generally had more capital put into it than would represent its 
selling value. A good deal, often the whole, of the rent now taken 
for it may be regarded as interest upon past ' improvements ' ". He 
unequivocally condemns the single tax proposal on the grounds, inter 
alia, that " land values are so blended with improvements and with 
other forms of capital, for all practical operations both of industry 
and finance, that a rigorous separation for taxing-policy is neither 
feasible nor equitable". Although, of course, the taxation of in- 
terest and profits is fundamental in his scheme, he recognizes that 
new capital will not be forthcoming without the proper incentive 
and that this " imposes some limit upon the height of an income tax 
which has included as taxable income the whole of ' saved ' as well 
as ' spent ' income ". And on allied grounds, together with prac- 
tical considerations of simplicity, he opposes differentiation, the ex- 
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emption from income tax of investments which rank under the head 
of life-insurance policies, and the whole system of collection at 
source. He would substitute " one graduated tax for the existing 
system with its numerous deductions and abatements ". " The stiff 
official bluff which will be put up on behalf of the present method 
by the Treasury, supported by the ipse dixit of certain expert author- 
ities, must not be permitted to block the way to the adoption of the 
only scientific working of an income tax." 

The book contains in Part I three chapters on the shifting of 
taxes, two very helpful and practical chapters on the taxation of 
income, a brief discussion of death duties, a similarly brief discus- 
sion of supplementary taxes and a vigorous chapter on tariffs for 
revenue. Part II is given over to a description of the present finan- 
cial emergency in Great Britain ; an analysis of the proposed levies 
upon capital and war-made wealth; and a brief discussion of the 
relations of imperial to local taxation. 

The book contains no index, and, unfortunately, there are an un- 
usually large number of typographical errors. It may be added that 
the reviewer has used it with good results as a text-book in under- 
graduate classes. 



T. S. Adams. 



Yale University. 



Currency and Credit. By R. G. Hawtrey. London, Long- 
mans, Green and Company, 1919. — vii, 393 pp. 

This book is a reexamination of the general theory of money and 
banking. While the author does not expressly say so, it is clear that 
the book was written with a view to aiding in the adjustment of 
post-war currency and banking problems. A good deal of the volume 
is historical, but the history invariably runs down to and " ties in " 
with war experience or war development. In a sense these portions 
of the book are history written or viewed retrospectively, with the 
purpose of selecting those elements in past experience which lead up 
to and afford a background for the problems of currency and bank- 
ing which became especially pronounced during the war. But, like 
many another student, the author finds his history inadequate and 
its lessons insufficient, and so he has to reexamine and reanalyze his 
banking theory. 

He does not make this effort at theoretic treatment, however, until 
the volume is well advanced. In chapter xii he at length comes to 
grips with the " Theory of Banking ". This, at his hands, turns 



